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ABSTRACT 
Recently in the U.S., in Japan, and in Hong Kong, we have been witnessing a 
"rejuvenation" of the Total Quality Management (TQM) notion as one of the most 
popular business management theories of our time. However, tracing the history of the 
TQM notion reveals that TQM emerged as early as the 1950's when W. Edwards 
Deming was invited to Japan and trained industrialists in statistical methods to improve 
product quality. Therefore, while the traditional concern for TQM revolved around the 
manufacturing and construction industries, the current TQM incarnations represent just 
"old wine in new bottles" which is manifested by applying, adapting, and adopting the 
notion to service-related businesses worldwide. 
A literature review of the approaches to quality by W. Edwards Deming and 
Philip B. Crosby reveals that the traditional TQM approaches need not necessarily to be 
viewed as conflicting with each other and solely be applicable to the manufacturing 
processes. Instead, a synthesis can be reached by selecting recommendations from each, 
depending on the needs of the organization. Furthermore, a synthesis can also be made 
by applying the basic ideas from statistical process control philosophies (originating in 
the manufacturing/production process) to quality service delivery. As an illustration, 
Rank Xerox (Hong Kong) Ltd. and American Express are chosen as the foci of analysis 




Finally, based on the literature review and the case study investigation, some 
insights and implications are derived to enhance future successful implementation of 
TQM in service industries which can be summarized into the following five tenets: 
(1) Commit to Quality 
(2) Focus on Customer Satisfaction 
(3) Assess Organizational Culture 
(4) Empower Employees and Teams 
(5) Measure Quality Efforts 
iv 
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BACKGROUND AND STATEMENT OF THE PROBLEM 
In recent years, there has been awakened, first in Japan and later in the U.S. and 
other countries, an interest in a concept called Total Quality Management (TQM). This 
concept, which has long and deep roots, stresses the striving for continuous improvement 
through detailed inspection, evaluation and modification of the entire manufacturing 
process rather than merely attainment of a fixed quantitative quality standard. 
In the minds of many, this TQM "revolution" has been a key development in the 
emergence of the increasing concern about quality of products. 
One widely recognized standard of quality is ISO 9000. This is a formal 
international standard setting down rules on measuring selected aspects of a company's 
quality management system to which certification is awarded and maintained based upon 
third party audit. ISO 9000 contains provisions for documentation of specifications for 
suppliers, process control techniques, calibration of equipment, and packaging and 
shipping. In contractual agreements ISO 9000 is often the basis for quality assurance 
aspects. It is also the basis for many of the approved supplier certification programmes 
regarding quality. This type of certification and supplier approval has become 
increasingly important in the European Union. Indeed, ISO 9000 will be a prerequisite 
for exports to the EU in many industries. 
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Interest in ISO 9000 in Hong Kong is best manifested by the flood of construction 
firms winning ISO 9000 quality management certificates, shortly after the Hong Kong 
Housing Authority announced that from April 1，1993 it would only deal with companies 
that had achieved this standard. 
While much of the heightened concern for quality has revolved around the 
manufacturing and construction applications of TQM, of equal importance to Hong Kong 
is applying, adapting, and adopting the notion to service-related businesses here. 
Over the past decade, the Hong Kong economy has been transformed into a 
predominantly service-orientated economy which is evidenced by the fact that in 1991， 
73 % of our GDP was generated from the service sector, which now employs 66% of the 
work force. Thus, as Hong Kong is becoming more of a service centre, more attention 
must be paid to the delivery of quality service in order to maintain the long-term growth 
and prosperity of the economy. As noted by Hon. David K.P. Li OBE JP, Chairman 
of the Hong Kong Management Association, 
"To meet the challenges of the Nineties, our focus is on Quality, and how to 
achieve it is of paramount importance to the territory ’s survival 
In addition, with the advancement in technology, many businesses find that any 
competitive advantage derived from the "unique selling point" of products they offer to 
customers is only temporary due to the competition's ability to imitate or replicate that 
same "unique selling point" in a short period of time. Thus, currently, many businesses 
^Source�Seminar on "Achieving Total Quality Service" organized 
by The Newport University, held at The Hotel Furama, Hong Kong, on 
July 29, 1992. 
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find that the way to differentiate oneself from competition in the long run is through 
providing better quality to customers, both in terms of product quality and more 
importantly how the product is delivered, rather than solely depending on the 
development of new and unique product attributes. The provision of "quality service" 
and thus improving "customer satisfaction" is believed to be an effective way of selling 
that inspires customers to return more often and buy more. This seems to be a basic 
notion underlying TQM. Indeed, some of the better known Hong Kong organizations 
from various sectors have already embarked on the journey towards TQM. As an 
indication of the diversity of the organizations involved in TQM, a partial list is 
presented on the following page. 
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TABLE 1 
A PARTIAL LIST OF ORGANIZATIONS IN HONG KONG WHICH HAVE 
IMPLEMENTED A TOTAL QUALITY MANAGEMENT PROGRAMME 
* Transportation * Mass Transit Railway Corporation (MTRC) 
* Kowloon-Canton Railway Corporation (KCRC) 
* American President Lines (APL) 
* Public Utilities * China Light & Power Company Ltd. 
* Office Machines * Rank Xerox (Hong Kong) Ltd. 
* Conglomerate * Inchcape Pacific Ltd. 
* Banking * American Express 
* Standard Chartered Bank 
* HongkongBank 
Source: Survey Research Hongkong Ltd. 
TQM may or may not be just one of the new "buzzwords" taking management 
by storm today, but it is officially endorsed by the Hong Kong Management Association 
J 
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(HKMA) with its initiation of the HKMA Quality Award since 1991，similar to the 
American Malcolm Baldrige National Quality Award which was established by the U.S. 
Congress in 1988. Both awards aim at recognizing quality achievement and excellence 
of companies committed to TQM. 
While much has been said about the benefits of TQM -- and this management 
model seems to many to be heading towards being the key to business success in the 90�s 
--unfortunately, all too often, well-intended quality improvement efforts produce only 
a few isolated accomplishments. As noted by Shaun Smith, Head of Customer Service, 
Inchcape Pacific L t d . , “ … … u p to 80% of quality programmes fail Against this 
background, this project aims at addressing the following objectives: 
* To trace the history of the TQM notion and to note in what ways its 
current incarnations in the U.S., in Japan, in Hong Kong, etc. are just 
"old hat “ and "old wine in new bottles "�perhaps and perhaps not offering 
anything new and valuable for us. A major literature review will be done 
on this, focusing on the origins of the concept of "quality “ from the 
manufacturing process, with particular emphasis on the two pioneers, W. 
Edwards Deming and Philip B. Crosby. (Chapter Two); 
* To examine the modem approaches to quality management, with particular 
focus on the employment of traditional statistical control philosophies to 
service assessment and application of recently developed thinking about 
^ S o u r c e � S e m i n a r o n "Total Q u a l i t y Management“ o r g a n i z e d b y the 
I n s t i t u t e f o r I n t e r n a t i o n a l R e s e a r c h , h e l d at The K o w l o o n S h a n g r i -
La H o t e l o n N o v e m b e r 2 6 - 2 7 , 1 9 9 1 . 
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—TQM notion to quality service delivery (Chapter Three); 
* 办 议 以 case study approach, to investigate and analyze the 
implementation of a TQM programme in different service-oriented 
companies in Hong Kong (Chapter Four)； and 
* To generate some discussion, insight and implications on the future 
implementation of a successful TQM programme in service-oriented 




The objective of this chapter is to focus on the approaches of two of the world's 
most influential theorists on the TQM area，W. Edwards Deming and Philip B. Crosby. 
The rationale for choosing these two theorists and consultants is due to the fact that 
American industry and academics alike identify these two as the "gurus" in the quality 
revolution. In addition, they are widely acclaimed as individuals who have affected the 
management of the quality function in U.S. manufacturing. 
Definition of Quality 
Quality has been defined differently by different quality theorists emphasizing 
various aspects. Garvin^ developed five different approaches in defining quality as 
follows: 
(1) A "transcendent" approach - a term synonymous with excellence; 
(2) A product-based approach where quality is precise, measurable and 
inherently present in the natural characteristics of the product; 
(3) A user-based approach in which the user has to decide what quality is; 
(4) A manufacturing-based approach - the idea here is to produce a product 
^Garvin, D.A., "What does product quality mean?“ Sloan 
Management Review, Fall 1984, pp. 25-39. 
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efficiently, and to make it right the first time; and 
(5) A value-based approach, based on what one pays for the product. 
Using this framework, a comparison can be made between the definitions of the 
two theorists under our microscope. Crosby* employs a manufacturing-based approach 
and defines it as "conformance to requirements". This implies a quality standard equated 
to that of satisfying the customers' demand. On the other hand, Deming defines quality 
as surpassing customers' needs and expectations throughout the life of the product. This 
definition conveys more of the attitude of never-ending quality improvement to remain 
competitive. 
Though semantically the definitions seem to be different, a common thread that 
runs through both of them is that each seems to invoke a definite standard, and "quality" 
that is at least "meeting that standard". 
Selected Approaches to "Quality" 
W. Edwards Deming 
Deming can be regarded as the pioneer in the area of quality management when 
he began his work on quality in the 1930s at Western Electric. He worked closely with 
Walter Shewhart who invented the "control chart", an analytical tool which is central to 
statistical process control (SPC). SPC is an important component of Deming's version 
of TQM which involves the use of complex statistical charts to plot variations from the 
ideal in a production process and to determine the right course to correct those 
'^Crosby, P.B., "Quality's 4th Absolute � Gauge Non-Conformance 
in Dollars," Purchasing, Vol. 95, 1983, pp.11-12. 
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variations. In the 1950s, Deming was invited to Japan and trained industrialists in 
statistical methods to improve product quality. The Japanese attribute much of their 
economic success to his assistance. 
Deming's approach emphasizes analysing and improving the organization's 
systems of operation. According to Deming, 85% or more of a company's quality 
problems are built into the systems of operation, i.e. the way the company does business. 
Therefore, the real potential for improvement lies with his 14-point philosophy which 
begins with top management. However, he maintains that to be successful, a company 
must adopt the 14 points at all subsequent level of management. Deming's 14 points 
are^: 
(1) Create constancy of purpose for the improvement of product and service, 
Deming suggests a radical new definition of a company's role. Rather 
than making money, it is to stay in business and provide jobs through 
innovation, research, constant improvement, and maintenance. 
(2) Adopt the new philosophy. In a new economic age, we can no longer live 
with commonly accepted levels of delays, mistakes, defective materials 
and defective workmanship. 
(3) Cease dependence on mass inspection. It is typical to inspect a product 
as it comes off the line or at major stages. Defective products are either 
thrown out or reworked but both are unnecessarily expensive. In effect, 
^Walton, M. , The Deming Management Method, New Y o r k� D〇dd, 
Mead & Company, Inc., NY, 1986, pp. 34-36. 
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a company is paying workers to make defects and then to correct them. 
Quality comes not from inspection but from improvement of the process. 
With instruction, workers can be enlisted in this improvement. 
(4) End the practice of awarding business on price tag alone. Purchasing 
departments customarily operate on orders to seek the lowest-priced 
vendor. Frequently, this leads to supplies of low quality. Instead, they 
should seek the best quality and work to achieve it with a single supplier 
for any one item in a long-term relationship. 
(5) Improve constantly and forever the system of production and service. 
Improvement is not a one-time effort. Management is obligated to 
continually look for ways to reduce waste and improve quality. 
(6) Institute training. . Too often, workers have learned their job from 
another worker who was never trained properly. They are forced to 
follow unintelligent instructions. They can't do their jobs because no one 
tells them how. 
(7) Institute leadership. The job of a supervisor is not to tell people what to 
do or to punish them, but to lead. Leading consists of helping people do 
a better job and of learning by objective methods who is in need of 
individual help. 
(8) Drive out fear. Many employees are afraid to ask questions or to take a 
position, even when they do not understand what the job is or what is 
right or wrong. People will continue to do things the wrong way, or to 
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not do them at all. The economic loss from fear is appalling. It is 
necessary for better quality and productivity that people feel secure. 
(9) Break down barriers between staff areas. Often staff areas (e.g. 
departments, units) are competing with each other or have goals that 
conflict. They do not work as a team to solve or foresee problems. In 
the worst-case scenario, one department's goals may cause trouble for 
another. 
(10) Eliminate slogans, exhortations，and targets for the workforce. Deming 
regards slogans as never helped anybody do a good job, but only generate 
frustration and resentment. 
(11) Eliminate numerical quotas. Quotas take account only of numbers, not 
quality or methods. They are usually a guarantee of inefficiency and high 
cost. A person, to hold a job, meets a quota at any cost, without regard 
to damage to the company. 
(12) Remove barriers to pride of workmanship. People are eager to do a good 
job, and distressed when they can't. Too often, misguided supervisors, 
faulty equipment, and defective materials stand in the way. These barriers 
must be removed. 
(13) Institute a vigorous program of education and retaining. Both 
management and the work force will have to be educated in the new 
methods, including teamwork and statistical techniques. 
(14) Take action to accomplish the transformation. It will take a special top 
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management team with a plan of action to carry out the quality mission. 
Workers can't do it on their own, nor can managers. A critical mass of 
people in the company must understand the "Fourteen Points.“ 
Thus，in Deming ’s view, the system, not the worker, is to blame for an 
organization ’s quality problems, and management is responsible for that system. In order 
to achieve excellence, quality must be built into the product which must be just the end 
result of a commitment to a never-ending improvement. 
Philip B. Crosby 
Philip B. Crosby first gained prominence in 1979 with the publication of his 
bestseller Quality is Free in which he states that quality does not cost money. What 
really costs money is not doing the job right the first time, and thus costs increase by 
having to fix defective parts. Therefore, the system used to obtain quality should be one 
of prevention, as opposed to one of appraisal. This means that a problem must be 
identified before it occurs rather than after so that it can be remedied. 
Crosby also regards quality as primarily a matter of attitudes. According to 
Quality is Free, "workers perform like the attitude of management. Quality is a 
problem because management has been lax and has accepted low-quality work. In 
general, Crosby's approach to quality can be summarized by his four Absolutes: 
(1) The definition of quality must be conformance to requirements. 
Products must be properly designed by engineers and produced by the 
^Crosby, P.B., Quality is Free, McGraw Hill, New York, 1979, 
p . 67 . 
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organization to meet the needs and desires of customers. Quality is 
achieved to the degree that the product conforms to requirements 
determined by engineers, and based on customer concerns. 
(2) The way to get quality is prevention. 
Once an error is made, it's too late and correction is too expensive. It is 
thus important to locate the causes of error and remove them. 
(3) The performance standard for quality is Zero Defects. 
Management must not accept errors and defects. They must insists on 
Zero Defects as the standard. 
(4) The measurement of quality is the Price of Non-conformance. 
The price of bad quality (i.e. “non-conformance“) is measurable. It is 
important to track savings which result from improved quality to track the 
progress of the quality program. 
Going beyond philosophy, Crosby offers a specific 14 step plan for implementing 
a quality program. They are summarized below: 
(1) Senior management must make a commitment. 
They should agree that quality improvement is a practical way to increase 
profits. The policy must be written and understood by everyone. 
(2) There must be a quality improvement team. 
Department heads serve as team leaders for orienting the team about 
purposes and goals. Through these teams, employees gain insight into the 
quality function. 
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(3) Measure results. 
This is a way of gauging results as the process moves in the system. 
(4) Cost of quality evaluation. 
Management should be aware of the cost of quality. 
(5) Quality assurance. 
This suggests communications and spreading the word between supervisors 
and employees regarding the costs of quality. 
(6) Corrective action. 
This involves holding meetings to bring out the obvious as well as the not 
so obvious problems. This will identify problems which can then be 
eliminated. 
(7) Establish an ad hoc committee for attaining zero defects. 
Form teams to investigate the zero defects concept and ways to implement 
it. 
(8) Supervisor training. 
Make sure that all managers understand each step of the programme well 
enough to explain it to others. 
( 9 ) Implement a zero defect day in which all employees make a commitment 
to improve quality, 
(10) Set goals which must be followed. 
(11) Employees must be consulted about the causes of problems，and then 
they must be fixed. 
15 
(12) Recognition. 
Reward those who meet the designated goals. 
(13) Quality councils must be formed to bring quality professionals together. 
(14) Final Step: do it all over again. 
Crosby does not expect all 14 points to be working at the same time nor these 
steps have to take place in the sequence outlined. More important is that they all must 
occur in order to bring about a lasting change. The central activity to achieve quality 
is fostering an attitude of commitment to quality from top management. 
Deming vs. Crosby: Conflict or synthesis? 
While the teachings of Deming and Crosby are generally regarded as two � 
i I 
conflicting schools of thought, their fundamental differences and incompatibility are 
highlighted below: 
i. 
I • I • • • ' 丨丨• I • • •••••••• • 丨 • 一 • 丨 • I • Ill • nil. • • " 丨丨• • • • I I Ill ••••••• I • 
Deming Crosby � 
* Strongly believes in the use of * Statistical quality control is just one 
statistical quality control and the use of the tools for quality; there is also i 
of Shewhart's analysis in quality no emphasis on Shewhart's analysis � 
control. Workers are unlikely to of variances. , 
track down root causes without 
SPC. 丨 I •] 
* Not very emphatic about the use of * Places strong emphasis on quality ‘ 
quality circles. councils and work circles. 、 
* Posters, slogans and ceremonies are * Suggests awards, ceremonies, 
a waste of time. Zero defects is posters, plaques and management 
unrealistic since workers cannot talks with employees to keep the 
make a process exceed its natural concept of Zero defects front and 
limits. center. Stress the importance of 
‘ "do it right the first time". 
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There are differences in these two approaches to quality improvement. However, 
their similarities may be more important. This can be exemplified in their consensus on 
quality management in the following aspects: 
* Building up quality starts at the design stage of product development; 
* Management, rather than the worker, is responsible for the majority of the 
quality-related problems; improvement or changes in quality need to be 
initiated at management level; 
* Quality is a ongoing process; 
* Errors must be prevented rather than corrected, and that improved quality 
reduces costs; 
* Go beyond the tangible aspects of quality, and emphasize that "quality" 
is a philosophy that can be built into the culture. 
Thus, instead of a traditional view of two conflicting approaches, a synthesis can 
be reached by selecting recommendations from each, depending on the needs of the 
organization. TQM essentially means that everyone and all resources in the corporation 
are involved in the attempt to meet both "internal" and "external" customers' 
requirements continually. Therefore, the importance of TQM lies in managerial 
commitment and a top down approach. 
• 
•iiMwnrmnr iilil I llimil—niil 
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CHAPTER THREE 
MODERN APPLICATION OF THE DELIVERY OF QUALITY MANAGEMENT 
IN SERVICE 
The previous literature review provides a basic theoretical understanding of the 
foundation and concepts behind the notion of TQM from the production / manufacturing 
orientation to bring about excellency in product quality. In view of the increasing 
importance of the service sector in Hong Kong and the need to differentiate oneself 
effectively from the competition through "quality service" for a sustainable competitive 
advantage, this chapter aims to provide a framework for strategic application of quality 
management in service delivery. In this regard, service delivery is applicable in the 
following two instances: 
1. Service-oriented industries with diminishing product differentiation, e.g. 
banking, insurance, airlines, hotels, etc. 
2. Product-oriented industries that involve substantial supplier-customer 
interaction in product delivery and/or after-sales services, e.g. retailing, 
restaurants, telecommunications, etc. 
Since service delivery often occurs at the front-line level (e.g. the receptionist, 
the counter staff) who are the lower paid personnel of the company, this poses a 
challenge for effective quality service management, since particularly high demands are 
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required of them in terms of customer relations. Moreover, though management may 
be convinced of the need for a quality or customer service improvement programme, the 
traditional approach to TQM is based on the manufacturing process, and thus the lack 
of knowledge with regard to the application and implementation of TQM in the service 
delivery forms the major barrier to successful implementation. 
However, a synthesis can be reached by applying basic ideas from statistical 
process control philosophies originated from the manufacturing/production process to 
quality service delivery. 
Applying Statistical Control Philosophies to Service Quality Assessment 
Background 
The challenge of building quality into the offering is greatly influenced by 
customer and provider interactions at the point of encounter, often called the "moments 
of truth". The fact that quality of service is perceptual and situational makes it difficult 
to understand and to achieve consistently, whether the service is a primary offering or 
is ancillary to a core product. Customers have quality perceptions about an offering and 
providers have their own ideas of what the customer wants. If a significant gap exists 
between these two critical perceptions, service quality and long term organizational 
success are in jeopardy. 
Most of the approaches advocated by the quality gums such as Deming and 
Nolan? are based on statistical principles oriented toward a production process 
•'Nolan, Thomas W . , and Lloyd P. Provost, "Understanding 
• � � ” � " Qii��^! ity Progress. May 1990, pp. 70-78. 
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orientation. This has focused on the gathering of data in a manufacturing / production 
setting characterized by standardized units, repetitive processes and a lack of end user 
contact and thus is often difficult for service managers and front-line workers to grasp 
ftilly. Nevertheless, this non-customer orientation does not preclude the use of a 
statistical approach in a service setting. There is a simplified statistical approach to 
quality assessment in which results can be easily translated into actions and that offers 
a sound starting point for a longer term monitoring of service quality. 
Traditional TQM theories about achieving quality operations suggest that everyone 
from the company president to the customer should be involved in the effort. This 
approach is consistent with the basics of the marketing concept and implies that 
meaningful communication between the customer and the producer/provider is the best 
approach to achieving quality. Understanding the "gap" in perceptions of the customer 
and the provider cuts to the heart of service quality. A customer orientation helps avoid 
a counterproductive "what-went-wrong" approach that is potentially detrimental to 
organizational survival. The benefits of the application of statistical processes can be 
summarized by Deming's Chain Reaction shown in Figure 1 on the next page. 
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FIGURE 1 
Deming's Chain Reaction^ 
CONTINUOUS QUAUTY IMPROVEMENT 
} t 
INCREASED CUSTOMER SATISFACTION AND DECREASED COSTS FOR SERVICES 
\ f 
INCREASED MARKET SHARE AND PROFIT 
) 
I 
Deming�s view characterizes a straightforward and intuitive flow of events that � 
can achieved from a quality orientation to delivering a service. In businesses dominated 
by intangibles and unique experiences, there is a strong connection between quality and 
a satisfied customer. Customers' perceptions of quality may be the most important 、 
aspects of their continued use of the service or their recommending it to others. It has 
f 
(| 
been said that for every complaint a business receives, there are twenty-six other 
f'l 
‘I 
customers who feel the same way, but do not air their feelings to the company^. One ii 
M 
satisfied customer usually tells two or three people, while the dissatisfied customer tells ‘ 
/ 
ten or more people. The potential for unwittingly destroying the customer base is great. 
® S o u r c e � W a l t o n , M a r y , The D e m i n g M a n a g e m e n t M e t h o d , N e w Y o r k � 
D o d d , M e a d & Co., 1 9 8 6 . 
^Anonymous, " S a t i s f a c t i o n - A c t i o n , ” M a r k e t i n g News, A m e r i c a n 
M a r k e t i n g A s s o c i a t i o n , V o l . 25 (February 4, 1991), p p . 3 - 4 . 
• 
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Therefore, a clear understanding of customer perceptions about the service is critical to 
quality service delivery. 
The quality improvement process shown in Figure 2 incorporates a focus on 
customer knowledge into a flow diagram. This process highlights the interdependent 
needs for accurate marketplace data, strategic thought about the customer and the service 
environment, creative service process design, and effective delivery of the service to the 
customer in order to achieve and maintain quality. 
FIGURE 2 
Quality Improvement Process for Services^ ® 
R RESEARCH CUSTOMER 
MARKET AND 06UVHR IDENTIFY OPPORTUNITIES FOR 
SERVICES TO CUSTOMER IMPROVEMENT AND INNOVATION 
DGSIGN/REDESIGN SHRVICES 
In all aspects, the customer and the service provider are integral parts of the 
quality improvement process. Two basic sources of information and interaction are of 
critical importance, as shown in Figure 3. 
i°Headley D e a n E . &� Bob, Choi, " A c h i e v i n g Service Q u a l i t y 
T h r o u g h G a p A n a l y s i s and a Basic S t a t i s t i c a l Approach,“ The J o u r n a l 
of S e r v i c e s Marketincr, F e b r u a r y 1989, p . 3 . 
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FIGURES 
Dual Focus of Marketing in Quality Improvement Process^ 
C U S T O M E R P R O C E S S 
F O C U S FOCUS 
LISTEN TO VOICE OF THE USTEN TO VOICE OF THE 
CUSTOMER PROCESS 
1 i 
COLLECT AND ANALYZE DATA COLLECT AND ANALYZE DATA 
FROM THE CUSTOMER FROM THE PROCESS 
1 1 
PREDICT CUSTOMER BEHAVIOR PREDICT PROCESS BEHAVIOR 
(PURCHASE DECISIONS, PREFERENCES) (OUTCOMES, VARIATIONS) 
T 1 
DETERMINE CUSTOMER QUAUTY- DETERMINE OPTIMUM PROCESS 
EXPECTATIONS OUTCOMES 
PROPOSE AND TEST PROCESS IMPROVEMENTS 
TO MEET CUSTOMER EXPECTATIONS 
Generally, the voice of the customer and the voice of the process are part of what 
would be traditionally seen as marketing and operations. To improve service quality, one 
^ ^ S o u r c e i H e a d l e y D e a n E . & B o b , C h o i , " A c h i e v i n g S e r v i c e 
Q u a l i t y T h r o u g h G a p Analysis a n d a B a s i c S t a t i s t i c a l A p p r o a c h ,” The, 
J o u r n a l o f Se r v j Marketing. F e b r u a r y 1 9 8 9 , p . 4 . 
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must listen to the customer, since quality is ultimately defined by customer perceptions. 
Also，one must listen to the front-line service employees in order to understand what they 
see as important and how they perceive the customer. Both voices are important in 
identifying pertinent elements that affect quality. The task of the service provider is to 
continually manage the service process with the goal of shaping and meeting reasonable 
customer expectations. Identifying critical process elements and critical customer 
concerns is an ongoing, difficulty, but essential task. Closer examination of the gaps 
between customer expectations and the expectations of those who deliver the services 
offers a reasonable and achievable approach to monitoring two important elements of 
service delivery. 
A Gap Orientation to Service Quality 
According to the model of service quality 12 offered in 1985, service quality has 
been viewed as the difference between what a service customer expects to receive and 
what that customer actually receives (see Figure 4). 
i2parasuraman. A., Valarie A . Zeithaml, and Leonard L. Berry, 
"A Conceptual Model of Service and Its �Triplications for Future 
Research,“ J o u r n a l of Marketing, F a l l 1985, p p . 4 1 - 5 0 . 
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FIGURE 4 
Service Quality ModeP 
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This difference or gap is the focus of our attention. In the service quality model, 
several gaps other than that between expectations and outcomes are noted as important 
^ ^ S o u r c e � P a r a s u r a m a n , A . , V a l a r i e A . Z e i t h a m l , a n d L e o n a r d L . 
B e r r y , "A C o n c e p t u a l M o d e l of S e r v i c e Q u a l i t y a n d Its 
I m p l e m e n t a t i o n f o r F u t u r e R e s e a r c h ,” J o u r n a l of M a r k e t i n g , F a l l 
1 9 8 5 , p p . 4 3 . 
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to the design and delivery of consistent quality service^^ These other gaps generally 
involve the provider's ability to understand customer expectations and to translate them 
into elements of the service offering. 
A better understanding of all the gaps enhances the organization's ability to meet 
customer expectations. Particularly critical is gap which represents the essence of 
the two voices of service delivery. The voice of the customer (expectations) and the 
voice of the process (management perceptions of customer expectations) represent the 
basic building blocks. All of the gaps in the model have a role, but unless the 
perceptions of these two major participants are understood, quality delivery will be built 
on questionable information. For that reason, it is suggested that a gap analysis can be 」 
i ‘ ij' 
used to monitor the most basic and critical elements in the service setting. , 
A key to using gap analysis as a statistically-oriented approach is to have a sound 
method for measuring and monitoring the voices of customers and providers. Perceptions 
are key; the difficulty lies in measuring them from two different but comparable 、 
.I 
perspectives. This can be achieved with reasonable success by surveying both the 
customer and the provider using identical statements. Generally, statements that can be 
'I 
responded to using a simple agree/disagree scale work best. It is critical to remember 
M 
that different orientations need to be emphasized with each group. The customer should \ 
J 
^^Lewis, R o b e r t C . , and D a v i d M . Klein, "The M e a s u r e m e n t of 
G a p s in S e r v i c e Q u a l i t y ,� � The Service C h a l l e n g e � � n t e q r a t i n q for 
C o m p e t i t i v e A d v a n t a g e , A m e r i c a n M a r k e t i n g A s s o c i a t i o n , 1986, pp.33-
38 . 
^^Brown, S t e p h e n W . , and Teresa A . Swartz, "A Gap A n a l y s i s of 
P r o f e s s i o n a l S e r v i c e Quality, “ Journal of Marketincr, A p r i l 1989, 
p p . 9 2 - 9 8 . 
�� 
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be asked about his or her expectations about the service, and the provider should be 
asked what he or she thinks the customer expects. The use of identical statements and 
a common perceptual orientation allows the responses to be compared statistically. The 
comparison is best done on a question-by-question basis. This should be sufficient to 
serve as a useful beginning that has immediate managerial value and potential for further 
development. 
The range of subjects to be included depends on the nature of the service. Some 
important areas to consider are timeliness of the service, satisfaction, friendliness / 
courteousness of employees, billing / invoicing procedures, responsiveness to requests, 
willingness to listen to customer, etc. Any statement should meet a test of relevance for 
the service under study and also be an area that management could be capable of 
addressing. 
An Examplei6 
The example of the gap analysis process shown here was tested in a fitness center 
that is associated with a large hospital committed to service quality. A survey of 
members produced the perceptions of a sample of customers on several key quality 
aspects for fitness centers using 52 statements. The same statements were asked among 
the employees, but they were asked to respond as they felt the customer would respond. 
Mean scores on a four-point agree/disagree scale were compared for both the 
isHeadley, Dean E., and Choi, Bob, "Achieving Service Quality 
Through Gap Analysis and a Basic Statistical Approach,� � The Journal 
of Servir.P.fl M a r k e t i n g , F e b r u a r y 1989' p p . 1 - 1 0 . 
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customer and employee groups using a t-test of the group means on each statement^: 
Those results that show dramatic differences between customer and provider expectations 
will surface as significant. 
(In this example, the unequal size of the customer ( n � 186) and employee (n=38) 
response groups contributes to the lack of significant findings. The difference in group 
sizes hinders interpretation of differences between group means. If sample sizes were 
closer, the results would be more reliable and smaller differences between group means 
would be significant. As sample sizes become more unequal, the interpretation of no 
significant difference is more appropriately an interpretation about the lack of evidence 
to support a difference rather than clear-cut evidence that there is no difference.) 
Nonetheless, a few representative questions and scores are shown in Table 2 on the next 
page. 
i7when c o m p a r i n g i d e n t i c a l n u m e r i c a l l y - s c a l e d s t a t e m e n t s for 
t w o g r o u p s of e q u a l size, a t - t e s t of g r o u p m e a n s is the 
s t a t i s t i c a l t e s t of c h o i c e . T h e t - t e s t c o m p a r i s o n a l l o w s the m e a n 
s c o r e s w o u l d h a v e o c c u r r e d b y c h a n c e a l o n e . A s i g n i f i c a n t find, in 
t h i s c a s e , i n d i c a t e s t h a t the d i f f e r e n c e b e t w e e n the g r o u p m e a n s 
d i d n o t o c c u r b y c h a n c e a n d t h a t the two g r o u p s h a v e r e a l 
d i f f e r e n c e s in t h e i r agreement r e g a r d i n g the s t a t e m e n t . 
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TABLE 2 
Examples of Gap Analysis Findings 
Group Means® 
Member Staff t-value p 
1.1 expect to use equipment 
without waiting for too 
long. 3.17 2.50 5.10 .000^ 
2.1 expect instructors to have 
the training necessary to 
teach the class 3.59 3.41 1.50 .136 
3.1 like working out with people 
at various fitness levels. 3.09 3.32 -2.33 .021'' 
"Scale: 4 = strongly agree; 3 = agree; 2=disagree; 1 = strongly disagree 
''Values of p < .05 are considered significant. This indicates that differences noted would have occurred by chance 
no more than five in one hundred times. 
The results in Table 2 are characteristic of the three basic types of findings that 
are important to applying this approach. For the first statement, the difference between 
the means for what members (3.17) and staff (2.50) perceive regarding the waiting time 
for equipment is statistically significant. By virtue of the higher mean value for members 
(more agreement with the statement), it is clear that members are more willing to wait 
than the staff gives them credit for. This perceptual gap actually works in favour of the 
organization. Even though the difference is significant, no corrective action need be 
taken since the situation is favourable to providing a quality service. 
For the second statement, there is a difference in the mean agreement scores for 
members (3.59) and staff (3.41) regarding the adequacy of instructor training, but this 
difference is not statistically significant. No corrective action, therefore, should be taken 
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at this time. The difference should be noted, but it may be a chance occurrence and not 
statistically different enough to cause alarm. These two examples illustrate the usefulness 
of both statistically significant and nonsignificant findings. In both cases, differences are 
noted between customers' and providers' views, but action in not indicated. 
The third statement in Table 2 precisely focuses on potentially harmful differences 
that gap analysis reveals. Perceptual differences between what the customers (3.09) want 
in their workout companions and what the staff (3.32) feel the customer wants has a 
potential for providing serious consequences. Discovering that members are less 
agreeable to working out with strangers than the staff thinks they are, for example, is 
important for scheduling "open" exercise periods and impacts efficient facility utilization. 
Likewise, forcing a member into uncomfortable exercise situations is a potential source 
of dissatisfaction that could lower perceived quality. Here the difference is statistically 
significant and action is required. To avoid pushing customers into an unpleasant 
situation, the organization can allow more choice by members as to when and with whom 
they exercise. This preventative move to increase customer satisfaction and ultimately 
raise perceptions of quality can be taken with greater confidence as a result of the gap 
analysis effort. 
Managerial Implications and Recommendations 
Gap analysis provides an objective glimpse at the direction and size of gaps in 
expectations between the critical players in the service exchange. Often management can 
use this information to give feedback to service employees regarding efforts being made 
toward serving the customer. At the same time, reference points regarding important 
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service aspects can be established at regular intervals for various customer samples for 
comparison across time. 
It should be noted that the majority of the findings from a gap analysis may not 
always be dramatic, and may only be only suggestive of areas where management might 
act. This is not unlike research findings in general, which are often more suggestive than 
differential. Gap analysis offers a basic ability to identify meaningful differences and, 
at the same time, provides a more detailed view of customer perceptions regarding 
critical areas of service activity. It gives management insight into base-line readings of 
operations and helps identify areas on which to focus attention. The strength of the 
statistical control lies in its flexibility of focus, its ease of implementation, and its clarity 
of result. 
Selecting an Appropriate Approach to TQM Implementation 
The gap analysis method described above provides excellent information by 
highlighting actionable areas for implementation in quality improvement programme. 
Any quality programme implies the need for change in which the management of change 
involves a difficult and complex process. Therefore, the selected approach to TQM 
implementation should help smooth this process of change and lead to the eventual 
achievement of total quality in an organization. The following three questions are of 
most concern to management in their inception of introducing quality into their 
organization: 
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1. Where are we now? 
2. Where do we want to be? 
3. How do we get there? 
In view of this, based on the principles and concepts derived from the pioneers 
of TQM, various management consultants and quality management specialists have 
developed different approaches to quality management in service industries. However, 
only a minority of service quality improvement programmes are able to accomplish its 
intended objectives. One of the reasons for the failure stems from the organizations' 
employment of a "scattergun" approach to service improvement. They assume that the 
causes of poor service lie with the front line staff and thus organize training or 
motivational events to improve the situation. Sometimes this will have a short term 
effect but inevitably, before long the situation is as bad as before. Management may then 
try other approaches in the hope that one of them will hit the target. This "scattergun" 
approach thus suffers from the weakness of being energy wasting, expensive and counter-
productive since having failed once, it is doubly difficult to succeed the second time. It 
thus arouses the need of the organization to take a "rifle" approach by identifying exactly 
where the causes of poor performance lie and then introduces a systematic programme 
for further improvement. 
Among the various approaches developed by different modem consultants/quality 
management specialist, the Organizational Alignment Model is chosen for further 
elaboration in this section. The rationale behind the choice is based on its ability to fulfil 
the aforementioned criteria by directing the effort and resources to where they can be of 
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most value -- i.e. the root cause of the problem - and provide the method to plan a 
methodical means to address the issue. 
The Organization Alignment Model 
The Concept 
The Organizational Alignment Model was developed in 1990 by Shaun Smith 
(previous head of Customer Service, Inchcape Pacific Ltd and currently head of its 
consultant firm, Service Skills International Ltd.) to provide a simple framework for 
introducing quality by helping management decide on the following: 
* objectives they wish to achieve; 
* auditing the current situation; and 
* what must be changed to achieve the objectives set. 
The underlying concept in this model lies with the belief that quality service 
occurs when an organization is in tune with the needs of its customers, and the 
employees perform in accordance with customer requirements; TQM is the process of 
bring this alignment about. Winston Churchill said, "First we shape our structures, then 
they shape us. This model suggests that outstanding performance occurs when 
organizations take the trouble to find out what their customers require, and then shape 
their activities to achieve it. Thus, truly superior service is a function of alignment 
between customer needs, organizational activities, and employee behaviour. 
^®Source � Seminar on "Total Quality Management ” organized by the 
Institute for International Research, held at the Kowloon Shangri-
La Hotel on 26-27 November, 1991. 
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Achieving Excellence Through Alignment 
The importance of shared vision and aligned action to achieving total quality and 
organizational effectiveness can be illustrated by the following four scenarios: 
1. The Average Organization 
Figure 5 
The Average Organization^^ 
Market Place 
^ • ^ O r g a n i s a t i o n \ ~ ^ 
^ — — v / 
• ^ 
In this case, the organization only has a vague idea as to its direction, and thus 
its alignment with the environment is poor. Similarly employees are misaligned with 
each other, the enterprise and the market place. 
i ^ s o u r c e : S m i t h , S h a u n , "The O r g a n i z a t i o n a l A l i g n m e n t Model,“ 
S e r v i c e S k i l l s I n t e r n a t i o n a l L t d . 
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2. The Market Focused Organization 
Figure 6 
The Market Focused Organizatiorf^ 
Market Place 
— ^ ——^ “ ^ 
‘^Organisation W • 
、、• ^… — I I : . : 、 - 八 、 ’ Z 
� ^ K ^ 
In this second scenario, the organization has aligned itself with the needs of its 
market place but has not been successful in communicating this direction to individual 
departments and staff. 
2。ibid. 
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3. The Aligned Organization 
Figure 7 
The Aligned Organization^^ 
Market Place 
^ p � ^ � 
Organisation _ ^ > 
• ^ 
In this case, the organization, its processes and its staff are in tune with market 
needs and those "moments of truth" that customers experience are likely to be of higher 
quality as a result. 
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2 i l b i d . 
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In this last case, the organization is so aligned with all stakeholders that the 
customers, suppliers and employees are partners in the endeavour, that is, the boundaries 
of the organization almost cease to exisP. The synergy created by this leads to a more 
responsive and better performing enterprise. 
Thus，it is suggested that to be truly successful, the organization must take care 
to ensure that its values are consistent with that vision and cascade to all levels within 
the organization. Each department and every person must share a common vision and 
values if the organization is going to deliver what it promises. 
A Model for Organizational Alignment 
The essence of the Organizational Alignment Model is based on the premise that 
in order for an enterprise to be effective, the following conditions have to be met: 
1. It must be providing products and services that the marketplace wants and 
is willing to pay for; 
2. It must offer those products and services to meet customer requirements 
cost effectively, and at least as well as competitors; 
3. The customer service philosophy, direction, competitive advantage and 
goals of the company should be clear and understood by executives and 
staff; 
4. Employees should have a clear understanding of the contribution they 
make to the enterprise and believe that this is valued; 
5. All employees should be oriented and aligned to the needs of customers 
^^Note that the arrow in Figure 7 is bounded by a solid 
line and in Figure 8 by a dashed line. 
• • • I I I I 1 I I M I W I I M M M I I I 11III! I 
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and colleagues and be committed to meeting these needs; 
6. Communications should be effective both vertically and horizontally； 
7. Employees should be provided with the necessary benefits, environment, 
support and resources to enable them to maintain high morale and 
productivity. 
The model delineated below describes the key factors that must be in place for 
an organization to fulfil the aforementioned seven conditions for effective operation in 
its marketplace. It also shows the interaction between each of the twelve factors. 
Figure 9 
The Organizational Alignment ModeP 
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\ \ \ \ \ t \ \ \ �� 
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24ibid. 
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Definitions of factors 
Each of the interacting factors can be defined as follows: 
Marketing Orientation 
* the extent to which the organization is aligned with the market place by 
listening to its customers and provide products and services that meet 
customers needs; 
* the degree to which it responds to changes in the commercial 
environment. 
2. Vision, Mission and Strategy 
* the extent to which the organization has a clear vision of what it wants to 
achieve, how it wants to achieve it and its competitive strategy; 
* the degree to which these goals are understood and "owned" by the 
employees. 
3. Culture 
* the core values of the company or culture can be summarized as "the way 
things are done around here"; 
* the extent to which the employees are aligned with the organization and 
each other; 
* the efficiency of the organization and the way that different levels and 
departments work together to achieve common goals. 
4. Standards and Procedures 
* the extent to which staff are clear about what is expected of them and 
39 
their understanding of how they contribute to overall company objectives; 
* the efficiency of departmental and customer service procedures and the 
extent to which these serve the needs of the customer or the organization. 
5. Service Delivery 
* the extent to which the organization delivers excellent performance or 
service; 
* the availability of appropriate resources, equipment and facilities to 
achieve this objective; 
* the extent to which staff have been properly trained for their roles. 
6. People Policies 
* the acceptability of environmental and working conditions; 
* the extent to which employees believe the company treats them as an 
asset; 
* the fairness of work allocation and reward systems and the extent to which 
these are understood. 
7. Climate 
* this refers to the day-to-day levels of morale and "atmosphere" within the 
organization; 
* the degree of teamwork and cooperation and the efficiency of 
communications; 
* the degree of job satisfaction employees experience and their desire to 
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remain within the organization. 
Maintenance of Total Quality 
* the ability of the organization to deliver consistently high service or 
performance levels; 
* the ability of the organization to remedy problems effectively when they 
do occur. 
9. Leadership Practices 
* the role that the leaders play in managing the external and internal 
environments and ensuring that all the key factors described by the model 
for organizational alignment are in place; 
* cover the areas like the alignment between supervisory and non-
supervisory staff, upward and downward communications, and the degree 
to which poor performance is corrected and good performance reinforced. 
10. Product differentiation 
* the extent to which the organization currently has high customer loyalty, 
good company image, a work force that is proud of their company and 
product, and consequently, commercial success. 
11. Performance Tracking 
* the model should be thought of as a cycle where the organization, in order 
to achieve continued success, must constantly review its performance and 
fine tune it accordingly; 
* this factor describes the extent to which the organization measures its 
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customer service performance and makes this information available to 
employees. 
12, Monitoring of the Environment 
* the importance of top management to monitor the commercial, social and 
political environment in which the enterprise exists in order to anticipate 
and deal with threats and opportunities; 
* this external scanning provides a context for effectively transacting the 
business and a trigger for transforming it when required. 
According to this model，the achievement of alignment is a function of the above 
twelve factors. However, a word of caution is that an organization that is effective in 
all of them is not necessarily guaranteed commercial success since this is a result of 
pricing, marketing, products, etc. Nevertheless, these twelve factors are key to any 
organization's ability to deliver top quality service as perceived by its customers, 
maximize the productivity of its employees and maintain a successful working 
relationship with its principals. 
Implementation 
The Organizational Alignment Model has been developed to provide management 
with a comprehensive tool for auditing their organizations as a prelude to introducing a 
TQM programme or as a periodic "health check "/tracking study to monitor change and 
progress over time. The execution is in the form of an Organizational Alignment 
Survey in which a self-scoring questionnaire (attached in Appendix 1) is used which 
allows top management, executives, and the quality management team to quickly gauge 
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their organizations strengths and weaknesses as perceived by themselves on the twelve 
key dimensions. 
Furthermore, a full Employee Attitude Survey can be administered with the aim 
of providing a comprehensive overview of employee perceptions across the dimensions 
analyzed by department, position, and location. This provides a powerful tool to identify 
areas requiring priority attention in the organization allowing funds and effort to be 
allocated to the best effect. By combining this with the aforementioned gap analysis, 
consumer and competitor surveys, this provides a complete picture of the organization 




With the aforementioned background, "quality" is undoubtedly a key word in 
doing business in this day and age. To achieve success, businesses must meet the 
increasingly sophisticated needs and expectations of customers. Indeed, the ability to 
provide continuing quality service is probably the only sustainable competitive advantage 
available to companies today to differentiate themselves from the competition. 
Maintaining a high level of service in a more competitive era is thus the central challenge 
for the company, made even more complex by the fact that consumers' expectations are 
increasing at a more rapid pace than ever. 
Using a case study approach, Rank Xerox Hong Kong (RXHK) and American 
Express (Amex) have been chosen as the foci of analysis and investigation with regard 
to the implementation of TQM in their respective companies. 
One: Rank Xerox Hong Kong 
Market leadership is created when the value that the product and service 
performance produces is enhanced. This, of course, demands a continual emphasis on 
total quality management . It is one of the reasons why Rank Xerox (Hong Kong) Ltd. 
deserved to win the 1991 Quality Award organized by the HKMA. 
— ^ ― — — — ^ ― . 
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The Quality Planning Process 
At RXHK, a systematic and long-term approach to quality planning has been 
adopted since the introduction of the quality management concept to Hong Kong in 1986 
from the parent company. The General Manager, Senior Departmental Managers, and 
the Quality and Customer Satisfaction Manager constitute a Senior Management Team 
which meets six months before the commencement of a fiscal year. The objective of the 
meeting is to establish targets and action plans for the coming year. 
A "Management by Fact" approach is applied throughout the planning process. 
Actions and decisions are based on "facts" and "data" and not solely on "opinions". 
More reliable and robust plans can therefore be ensured as the approach emphasizes 
productive reviews to diagnose or conduct root cause analysis for process and result 
improvement. 
Moreover, RXHK has a continuous process of quality improvement. After quality 
plans are formulated, deployed and implemented, regular reviews come into the cycle to 
complete the process. 
Leadership Through Quality Programme 
In order to successfully practise quality management in a company, common 
values have to exist among the employees. The Leadership Through Quality (LTQ) 
initiative was therefore established to ensure that the Xerox quality concept permeates the 
whole Hong Kong operation. For this purpose, "family" groups which denote natural 
classification of employees and managers as defined by job requirements are identified. 
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Each manager and supervisor participates in the training twice, first as a participant with 
his peers and manager, and then as leader in his own "family" group with the help of a 
facilitator. By this method, the training is carried out throughout the company top down. 
This kind of training was completed by the end of 1988. Now all new employees 
are required to attend a four-day "Orientation and Leadership Through Quality 
Workshop" shortly after they join the company. 
Management Commitment 
It is suggested that the most crucial success factor in RXHK's TQM 
implementation is management behaviour, since RXHK believe LTQ only works when 
there is full commitment from the management level to start with and throughout the 
cycle/process. Thus, in RXHK, leadership is executed through role modelling by senior 
and middle management. 
Objectives, standards and measurements are set as guidelines for all staff. With 
all these consistent management efforts, which include visible results and feedback to 
staff, there witnessed a substantial improvement of staff awareness and commitment to 
quality. Recognition and reward to staff are also used to encourage participation. 
Over the past few years, LTQ has stimulated an evolution in RXHK, from an 
orientation towards solely financial performance to one focused on satisfying customer 
requirements. 
A Strategic Focus on Internal & External Customers 
In RXHK, all employees are taught to work under the principle of "The customer 
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邮腦 our business". Although the needs and expectations of customers are ever-
changing with advances in technology, RXHK is continuously monitoring these changes 
to meet customer expectations. 
The enhancement of external and internal communications and their processes is 
considered one of the most important activities. For external communications with 
customers, regular market surveys are conducted to collect customer requirements. Data 
is collected for different market segments which are define by various criteria. In 
addition, RXHK obtains direct customer input by accompanying customer to various 
Xerox international shows to preview products in the pipeline and solicit opinions and 
comments from the attendees. 
For internal communications, involvement of front-line staff, who know customer 
requirements, is encouraged in decision making . Regular marketing workshops among 
affiliates, operating companies, and headquarters marketing staff are also conducted to 
discuss customer expectations and requirements for the formulation of marketing 
strategies. 
Problems Encountered and Remedies 
There have been and still are issues encountered in practising quality management 
in RXHK. One major issue was the attitude of staff who doubted the effectiveness of 
LTQ and thought it could be just a short-term campaign that was unsustainable in the 
long-term. Moreover, there was that resistance to change which is seemingly inevitable 
when making major changes in an organization. Some staff members were also reluctant 
to accept additional assignments on top of their existing workload. The problem 
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encountered in management behaviour was inadequacy of management in practising as 
role model. 
To tackle the above problems, the company again stressed the importance of 
management leadership. Consistent management efforts were made in order to help 
convince the staff of the company's determination. 
In addition, internal promotion of "quality" is done through the staff newsletter 
and communication meetings. There is also a "Team Work Day" which is an annual 
event when all staff come together to observe the presentations of QIT (Quality 
Improvement Teams) and PST (Problem Solving Teams) on their achievements. These 
teams, which are made up of staff from various divisions and levels, are formed every 
year to handle quality improvement or problem solving projects formulated according to 
the improvement areas identified annually. Besides encouraging staff involvement, these 
activities help promote inter-divisional communication and coordination, and increase 
work efficiency and service quality. 
Conclusion 
To sum up, RXHK possesses a well-established and comprehensive quality 
improvement system. Concepts of total quality management are widespread and well-
understood throughout the company and processes are well-described, documented and 
monitored for performance. Most importantly, a well-defined infrastructure is provided 
so that quality issues can be addressed on a continuous basis. Therefore, as a company 
which has been continually putting emphasis on quality, RXHK certainly did not get the 
HKMA 1991 Quality Award by any stroke of luck. It is through the hard work and 
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efforts of all members of staff from the CEO to the frontline staff that RXHK has 
genuinely become a "quality-oriented" company. 
Two: American Express 
American Express (Amex) today includes a wide range of businesses, representing 
diverse markets and cultures, each providing a huge variety of financial, travel and 
information services to customers around the world. Currently, there are more than 
100,000 employees in more than 2,700 offices in over 120 countries worldwide. The 
business range of Amex is exemplified as follows: 
* Travel Related Services: includes the American Express Card, Travellers 
Cheques, and travel services; 
* American Express Bank which operates in more than 90 countries; 
* Shearson Lehman Brothers is in the retail brokerage and investment 
banking businesses; and 
* Investors Diversified Services providing financial counselling and products 
in the U.S. and U.K. 
For all of these businesses, quality customer service is the key factor 
differentiating Amex from the competition. Likewise, the success of each of these 
businesses is enhanced significantly by the integrity and reputation of the Amex brand. 
The Magnitude of Quality Service in Amex 
The magnitude of quality service as a priority concern for Amex can best be 
exemplified by the following statistics: 
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* � e x employees have over a billion direct contacts with Amex's 37 
million Cardmembers each year; 
* They field more than 20 million telephone calls, receive millions of letters’ 
and handle hundreds of millions of requests to authorize transactions every 
year; 
* Amex has to manage its relationship with more than 3.3 million Card-
accepting establishments - which are also Amex customers - making sure 
that they appreciate the value and responsibility of welcoming Amex 
Cardmembers. 
In this regard, it has been Amex's strategy to constantly introduce new services 
that add more value to the Cardmember relationship that other cards can offer. For 
example, "Purchase protection insurance" was an Amex innovation. So was "Global 
Assist", a service that provides referrals to doctor and lawyers around the world. Also 
for Travellers Cheque customers, Amex introduced hand-delivered refunds virtually 
anywhere in the world. 
Late 1970,s: Quality Assurance Programme 
While the basic approach to quality has always been a way of life at Amex, in the 
late 1970's, it was becoming increasingly obvious to the company the need for a uniform 
and consistent quality process was essential to the continued strength of Amex's 
reputation and brand. 
Therefore, a new quality assurance programme was launched in order to track, 
measure, evaluate and correct weak spots in service delivery. Under this new 
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methodology to quality, Amex began to measure hundreds of aspects of their service, 
such as how fast they approved a card application or replaced a lost card, how efficiently 
they handled customer inquiries, how quickly they authorized charges, and many other 
critical functions. 
The essence of the quality assurance approach was to focus on discrete 
transactions, transactions that the customer could see and that the company could 
measure. Instead of looking at each step required for replacing a lost card, for example, 
Amex started to look at how customers saw the process and what actually mattered to 
them. This required a new look at the way the process was managed across internal 
functions. 
This new methodology had very tangible results in terms of both lower costs and 
enhanced customer relationships. 
Current approach: Teamwork Approach to American Express Quality Leadership 
(AEQL) 
Today, Amex has set a new goal for itself: to create a corporate culture and 
management system throughout the company that is even more focused on meeting and 
exceeding customers ‘ expectations. They called this concept American Express Quality 
Leadership (AEQL). This approach addressed both internal and external customers, and 
it is based on a set of commonly-agreed, articulated values that will drive every aspect 
of Amex's business. 
In other words, Amex's new approach aims to move beyond the technical and 
measurement aspects of quality improvements in customer service, and to instill in the 
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entire organization a corporate culture that is driven to raise the quality of everything the 
company do, with their external and internal customers. Moving beyond the previous 
focus on front-line customer service, with emphasis on problem solving, and putting new 
emphasis on satisfying internal customers is a key element of this new approach to 
quality management. 
A Strategic Focus on Internal and External Customers 
Within any organization, all staff receive service from each other. Amex strongly 
believes that poor internal service delivery ~ be it legal, managerial, financial, technical, 
operational, or clerical service - imposes tremendous costs. Therefore, extensive efforts 
are made to improve service to the internal customers so as to help deliver better external 
customer service. 
With regard to external customer service delivery, Amex also stresses the 
importance of staying well ahead of their customers' expectation so as to anticipate their 
wants and needs to delight customers continuously and thus guarantee competitive success 
in the longer run. 
Therefore, constant improvement in service delivery requires an organization that 
is totally geared toward listening to the internal and external customers, and using 
available resources to maximize efficiency to improve customer service. 
In order to meet this imperative, Amex adapted the old patterns of management 
structure of bureaucracy and created an organization that: 
* encourages experimentation and multiple approaches to an increasingly 
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diverse and demanding marketplace; 
* fosters multiple channels of communication with and about the customers; 
* addresses quality service to internal as well as external customers; 
* promotes excellence, integrity, a strategic vision, and a consistent plan for 
achieving that vision, without overemphasis on hierarchy, rule-making, 
and control from above; and 
* attracts, develops and keeps the best people. 
At Amex, this new approach take the following number of forms: 
* Quality Board that will set quality priorities, help allocate resources, 
ensure an appropriate level of cross-functional involvement, and monitor 
progress; 
* Strategic and operating plans built around shared goals for quality 
improvement; 
* Widespread use of employee self-managed teams \ 
* Recruitment, development, recognition, promotion, compensations, and 
especially, training programmes that reinforce continuous improvement 
and job satisfaction', 
* Technology systems and financial programs which support quality goals; 
* A fluid organizational structure that continually adjusts and streamlines to 
improve responsiveness to customers. 
"Blue Box" Values 
After long consideration and discussion among groups of managers and employees 
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throughout the organization, Amex came up with their set of Amex "Blue Box" values. 
These values, as illustrated below, are simple and precise maxims that will guide the 
activities and decisions of the diverse companies that share the Amex blue box logo. 
* Placing the interest of clients and customers first; 
* A continuous quest for quality in everything we do; 
* Treating our people with respect and dignity; 
* Conduct that reflects the highest standards of integrity; 
* Teamwork - from the smallest unit to the enterprise as a whole; 
* Being a "good citizen" in the communities in which we live and work; 
Amex believes that to the extent they act according to these values, they will 
provide outstanding service to their clients and customers, earn a leadership position in 
their businesses, and provide a superior return to their shareholders. 
Top Management Commitment 
Senior-level leadership is regarded by Amex as essential to ensure a unswerving 
long-term commitment to the task ahead. By their very nature, Amex believed that the 
implementation of these changes cannot simply be assigned to a Human Resources or 
Quality Assurance department. Demonstrated by the Chairman, Mr. James D Robinson 
III who had taken the role of Chief Quality Officer, Amex senior management is leading 
the drive, taking every opportunity to stress the imperative nature and essential 
correctness of the teamwork approach to American Express Quality Leadership. It is this 
core approach that Amex will take to achieving their business goals. 
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CHAPTER FIVE 
IMPLICATIONS FOR FUTURE IMPLEMENTATION OF TQM 
Based on the previous literature review which provides an overall theoretical 
framework on quality management as well as the case study investigation of Rank Xerox 
and American Express which are renowned in quality service delivery, this chapter 
endeavours to derive some implications with regard to the future implementation of TQM 
in service industries. After that, the business strategy that should be employed in order 
to pursue a strategic approach to quality is also presented. 
Five Tenets of TOM 
Insights and implications to enhance future successful implementation of TQM in 
service industries can be summarized into the following five tenets: 
(1) Commit to Quality 
Making quality a number-one priority requires an organizational culture to 
support it, and only top leadership can foster a TQM culture. Thus, the first step 
toward TQM must involve active support and direction from top-level managers, 
especially the CEO. 
(2) Focus on Customer Satisfaction 
Customers are concerned about quality and, in fact, define it for the organization. 
Successful TQM companies are acutely aware of the market. They know what 
their customers want and invariably meet and exceed customer expectations. 
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⑶ Assess Organizational Culture 
A selected group of top managers and employees from different parts of the 
company should examine the organization, with a focus on its culture, and assess 
the fit between that culture and the principles of TQM. This assessment, which 
may take several months to complete, will help management build on strengths, 
identify weaknesses, and set priorities. 
(4) Empower Employees and Teams 
Although TQM is led from the top, the real work occurs "bottom-up 
Empowering employees and teams requires training them to use their authority 
effectively. It may also require redesigning some jobs to facilitate a team 
approach and modifying policies and practices that support rewards for results and 
other cultural elements that empower employees. 
(5) Measure Quality Efforts 
The ability to gauge your efforts toward superior employee performance, 
streamlined decision-making, supplier responsiveness, and improved customer 
satisfaction is inherent to the TQM process. Information gathering and analysis 
techniques should help identify causes of work-process problems and be well-
designed, timely, and straightforward. In the end, TQM is based mostly on 
rational thinking and problem solving, not on sophisticated statistics and other 
measurement techniques (although it does, of course, utilize such quantitative 
tools). 
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While the above five principles are not the only tenets of TQM, by concentrating 
on these principles, employees will realize that TQM is not just another "program" that 
will almost certainly vanish. The key is that TQM is an integrated system of techniques 
and training, 
A Strategic Approach to Quality 
The business strategy employed by an organization dedicated to "quality" may be 
characterized as follows: 
1. A Strong Focus on Customers 
The essence lies in gearing the whole organization towards meeting and exceeding 
the expectations of both its internal and external customers. This is because 
external customers can only be satisfied by satisfied internal customers. 
While quality is defined by your customer, it is important for an organization not 
only to meet the needs of the customers but also to surpass and anticipate their 
expectations in the ever changing marketplace in order to sustain its competitive 
position. However ~ ironic and even contradictory as k may sound ~ it should 
be highly selective in deciding where and when to exceed expectations, since an 
"exceeded expectation" will likely become a standard that the customer wants the 
next time. Within the demands made by a competitive environment, even this 
focus should probably be evolutionary and sustainable, rather than revolutionary 
and unsustainable. 
2. A "Customer-First" Organization Structure 
To implement the aforementioned strategy, an organizational restructuring is 
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indispensable. In effect, the traditional approach in which decisions are made at 
the top and communicated downward to passive recipients have to be reversed. 
Since customer service is being prioritized, the organization must recognize the 
employees who directly provide the goods and services to the customers as the 
most valuable asset. It is because only when the internal support systems and 
processes work effectively can performers deal effectively with external 
customers. 
3. Employee Empowerment 
Employee empowerment and involvement can be conducive to business 
effectiveness by assuring the following: 
* an open channel exists for communication of information; 
* employees understand and participate in the development of the 
organization's goals and operating style; 
* continual training is provided to improve individual or team 
performance, quality and productivity; and 
* creative solutions to the organization's problems and opportunities 
are gathered at all levels, recognized and utilized. 
Furthermore, this also facilitates the improvement of cost-effectiveness, quality and 
productivity by: 
* tapping the creativity of the employees, especially those front-line 
employees who deal with the customers on a day-to-day basis; 
* improving employee satisfaction; 
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* increasing "ownership" and commitment to programmes of change and 
continuous improvement; and 
* involving employees as partners with management towards meeting and 
exceeding customer expectations. 
Through the employment of the aforementioned strategic quality approach, a 
customer-focused organization with empowered employees will be in a position to thrive 
in the global competitive environment. The entire organization become focused on the 
final customer via a whole chain of internal customers -- starting from corporate vision 
to the point where a sales contract is made with a customer. 
The goal of the process is to achieve Total Customer Satisfaction. This will be 
achieved by making the organization a better place for the customers to do business with 
and a better place for the employees to work. The end result can ~ and should be 
ongoing success against competition. 
Conclusion 
TQM may only be a new term or focus for what organizations need to do to 
survive and to thrive. Yet it may be a valuable notion if it does nothing more than call 
attention to the fact that good things won't happen by chance: that Total means 
everybody and everything working together in synergy, that Quality means striving to 
do our best and seeking always to do better, and that Management means exactly that -
-professional "hands-on" attention by those at the top, but not so much that it stifles 
initiative below. 
And all this going on in concert ...as harmoniously as possible. 
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APPENDIX 1 
THE SELF-SCORING QUESTIONNAIRE USED IN THE ORGANIZATIONAL 
ALIGNMENT SURVEY 
Organisational Alignment ^ 6。 
‘ — ^ — 
Self Scoring Questionnaire 
© Service Skills International Ltd 
Organisational Alignment ^^ 61 
I • MARKET ORIENTATION j 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) We seek the views of our 4 3 2 1 2 5 




2 ) We regularly conduct 4 3 2 j 2 5 
market research to find 
out our customers' needs. 
3 ) We are quick to seize . 4 3 2 | 2.5 
new market opportunities. 
4 ) We constantly look for 4 3 2 I 2.5 
ways of adding value to 
our products or services. 
5 ) We introduce new 4 3 2 I 2.5 
products or services in a 
timely and effective 
manner. 
TOTAL SCORE： I llT 
Organisational Alignm^t~ 
n . VISION，MISSION & STRATEGY - j 
Strongly Agree Disagree Strongly Nb 
Agree Somewhat Somewhat Disagree Opinion 
1 ) We have a clearly defined 4 3 2 1 2 5 
customer service policy. “ 
2 ) Top Management make 4 3 2 1 2 5 
our company goals very 
clear to employees. 
3 ) I have a clear understanding 4 3 2 1 2 5 
of the vision of the company. ‘ 
4 ) We have a clear strategy 4 3 2 1 2 5 
to beat competitors. 
5 ) We spend time discussing 4 3 2 1 2.5 
our long term strategies. 
• . 
TOTAL SCORE: / 2 0 | 
© Service — M ^ ^ ^ M ^ B M B I 
I — K 
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I I I . CULTURE I 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) There is good cooperation 4 3 2 1 2 5 
among all departments . 
in my company. 
2 ) Everybody sees giving 4 3 . 2 I 2 5 
good customer service 
as their main priority. 
3 ) There is a good relation- 4 3 2 1 2.5 
ship between manage-
ment and staff in this 
company. 
. ‘ . . • 
4 ) We have a unique style 4 3 2 1 2.5 
within this company. 
. . - . 
5 ) We have a policy of "open" 
communication at all 4 3 2 I 2.5 
levels. 
TOTAL SCORE: / 2 0 
• Service Skills International Ltd ‘ 
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IV . STANDARDS & PROCEDURES —j 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) Our work procedures are 4 3 2 1 2 5 
designed to meet our 
customers needs effectively. 
2 ) Departments are generally 4 3 2 \ 2 5 
un-bureaucratic in their • 
procedures. 
3 ) Staff are told exactly what 4 3 2 1 2 5 
they should do to provide 
good service to customers. 
4 ) There are clearly defined 4 3 2 1 2.5 
standards for performance/ 
customer service in 
. . . • 
my company. 
5 ) Performance targets that 4 3 2 1 2.5 
have been set for my 
department are realistic 
and in keeping with company 
objectives. 
TOTAL SCORE: 120 | 
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V. SERVICE DELIVERY 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
J ) Employees are well 4 3 2 1 2 5 
trained for their jobs. • 
2 ) Our equipment and facilities make 
it easy to give good service / 4 3 2 1 2 5 
perform well. 
I 
3 ) Our work areas are well-
organised to produce 4 3 2 i 2.5 
quality work 
4 ) The quality of service/work 
my company provides is 4 3 2 1 2.5 
highly satisfactory 
5 ) Our public areas give 
customers a good impression 
of the company. 4 3 2 1 2 . 5 
«k 
TOTAL SCORE: / 2 0 | 
© Service i i ^ ^ ^ ^ ^ ^ M i 
Organisational Alignment ^ 
Vi. PEOPLE P O L I C I E S | 
Strongly Agree Disagree Strongly N o 
Agree Somewhat Somewhat Disagree Opinion 
1 ) In this company people 4 3 2 r �� 
are treated fairly and ^^ 
equitably. 
2 ) Compared with similar 
organisations in the same 
industry, my company 4 3 2 1 2 5 
pays well. . 
3 ) People who get promoted 
generally deserve it 
because they have done 4 3 2 1 2 5 
good work. 
4 ) If an individual performs 
well they will be rewarded 
by pay increments/ 4 3 2 1 2.5 
bonuses accordingly. 
5 ) Employees physical work 
environment (ventilation， 
lighting, etc.) is generally 4 3 2 1 2.5 
good 
TOTAL SCORE: / 2 0 | 
© Service S a i w i i M — � � r ^ ^ ^ j g 
Organisational Alignment ^^ 67 
VII . CLIMATE ] 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) There is a strong feeling 4 3 2 1 2 5 
of teamwork and unity 
within the company from 
the managers down to the 
most junior staff. 
2 ) There is good communi- 4 3 2 [ 2.5 
cation within my 
department. 
3 ) There is high morale in 4 3 2 1 2.5 
the company. 
4 ) People in this company 4 3 2 1 2.5 
usually have high job 
satisfaction. 
4 3 2 2 2.5 
5 ) We have relatively low 
staff turnover. 
TOTAL SCORE: / 2 0 | 
• Service ^ i H M i B ^ M ^ ^ ^ r t 
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� . MAINTENANCE OF TOTAL QUALITY j 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) The quality of service 4 3 2 \ 
that customers receive 
is consistently high . 
2 ) My company has an 4 3 2 1 2 5 
effective procedure for • 
dealing with customer 
complaints, 
3 ) Employees are empowered 4 3 2 1 2 5 
to resolve customers . 
problems 
4 ) Problems that customers 4 3 2 1 2 5 
have raised are quickly 
rectified. 
5 ) We frequently meet with 4 3 2 ] 2.5 
other departments to 
solve problems affecting 
customer service/quality. 
TOTAL SCORE: / 2 0 | 
© Service Skills International Ltd ^ ― — — • m i M l l l _ l _ M _ l l — l l | l l | _ l � � � � 1 1 l l l | l | l l l l H l i | l | l l l l | l | W i i l l f 
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IX. LEADERSHIP PRACTICES -j 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) Top management in this 4 3 2 1 2 5 
company genuinely care 
about their staff. 
I 
2 ) Managers and supervisors 4 3 2 1 2 5 
are supportive of their staff • 
and spend considerable time 
with them 
3 ) Managers ask for, and act 4 3 2 1 2.5 
upon, employees views on 
how to make improvements. 
4 ) Managers and supervisors 4 3 2 { 2.5 
regularly brief employees on 
company goals and progress 
5 ) Employees are given regular 4 3 2 2 2.5 
feedback on their performance. 
TOTAL SCORE / 2 0~| 
© Service Skills International Ltd 
Organisational Alignment ^ ^ ^ 
j . PRODUCT DIFFERENTIATION 1 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) Our products/services 
are better than those of 4 3 2 \ i 
our competitors in many 
ways. 
2 ) Most of our customers 
are "loyal", i.e. they make 4 3 2 J 2 5 
a point of buying from us. 
I 
3 ) We match the claims in 
our advertising. 4 3 2 [ 2 5 
4 ) We get a lot of business 
through word of mouth 4 3 2 [ 2 5 
recommendation and 
referrals. 
5 ) We are a highly success- 4 3 2 2 2.5 
ful organisation. 
TOTAL SCORE: / 2 0 
© Service Skills International Ltd 
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XL PERFORMANCE TRACKING "j 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) My company has a good 4 3 2 { i 5 
system for gathering 
customers' feedback. 
2 ) We are frequently given 4 3 2 1 2 5 
feedback on what our • 
customers think about the 
service we provide. 
3 ) My company regularly 
measures my department's 4 3 2 1 2 5 
quality /service levels. ‘ 
4 ) Our customers are asked 
to fill in satisfaction 4 3 2 1 2 5 
questionnaires on their 
experiences with us. 
5 ) We regularly brief 
employees on departmen-
tal and company 4 3 2 1 2.5 
performance. 
TOTAL SCORE: / 2 0 | 
© Service Skills International Ltd 
Organisational Alignment ^^ 82 
MONITORING OF THE ENVIRONMENT ~ - J 
Strongly Agree Disagree Strongly No 
Agree Somewhat Somewhat Disagree Opinion 
1 ) Senior managers hold 





We measure our quality/ 4 3 2 1 2 5 
service performance 
against the worlds best 
organisations in our field. 
3 ) My company introduces 
the latest management and 4 3 2 1 2 5 
quality techniques. ‘ 
4 ) Managers are required 
to meet with customers and 4 3 2 1 2 5 
consumer groups on a 
regular basis. 
5 ) We carefully measure 4 3 2 1 2.5 
the product/service 
quality of our suppliers 
and distributors 
TOTAL SCORE: / 2 0 | 
© Service Skills International Ltd 
Organisational Alignment ^ 73 
I 1 — 
一 — — 
I Market Orientation 
— — — 一 — / 2 0 
II Vis ion，Mission, Strategy 
1丄“ 
H � Cu l t u re 
"I 120 
IV Standards & Procedures . 
120 
V Service Delivery 
、 】 ——. 120 
VI People Policies ^^^ 
VTT C l i m a t e 
川 120 
VI I I Total Quality 
1 1 • 一 • 一 — • ^ ^ 
£X Leadership Practices ' 
. I Jm/ \J 
X Product Differentiation j^q 
XI Performance Tracking � 2 Q 
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